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CONFIDENTIAL BONN 07162 

E.O. 11652: GDS 
TAGS: ETRD, GW 

SUBJECT: GERMAN REACTION TO PROPOSED AUTO TAX/REBATE 
SYSTEM 

REF: (A) STATE 90436, (B) BONN 6997 

1 . EMBOFF MET WITH ECONMIN CUSTOMS POLICY OFFICIAL 
(HOERIG) ON APRIL 26 FOR FURTHER DISCUSSION OF PROPOSED 
AUTO TAX/REBATE SYSTEM. DRAWING FULLY ON GUIDANCE 
CONTAINED IN REF A, EMBOFF EXPLAINED THE IMPORTANCE 
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ACCORDED THIS PROPOSAL IN THE PRESIDENT S ENERGY 
PROGRAM, AND STRESSED THAT THE U.S. IS FULLY PREPARED 
TO DISCUSS THE TRADE IMPLICATIONS OF THE PROPOSAL IN 
THE IEA, GATT, AND OECD. HE POINTED OUT THE U.S. 

INTENTION TO DEAL WITH THIS PROBLEM AS EQUITABLY AS 
POSSIBLE. 
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2. HOERIG APPRECIATED OUR STATEMENT CONCERNING U.S. 
INTENTION TO CONSULT AND ACKNOWLEDGED THE IMPORTANCE 
OF ENERGY CONSERVATION, BUT WARNED THAT THIS PROPOSAL 
IS GOING TO LEAD TO A MAJOR TRADE POLICY DISPUTE. 

HE RECALLED THAT AT THE TIME OF THE U.S. AUTO ANTE 
DUMPING INVESTIGATION THE GERMAN AUTO INDUSTRY PLACED 
STRONG PRESSURE ON THE ECONMIN TO TAKE ACTION TO DEFEND 
GERMAN TRADE INTERESTS. HE NOTED THAT THE GERMAN 
PRESS, INCLUDING THE INFLUENTIAL BUSINESS PAPER 
HANDELSBLATT, IS ALREADY FOCUSING ON THE IMPLICATIONS 
OF THE TAX/REBATE PROPOSAL FOR THE GERMAN AUTO 
INDUSTRY, AND SAID THAT HE WAS CERTAIN THAT THE FRG 
GOVERNMENT WOULD COME UNDER STRONG INDUSTRY PRESSURE 
TO DEFEND ITS GATT RIGHTS. HE STRESSED THAT THIS ISSUE 
IS NOT A MATTER OF EQUITY BUT OF A BINDING INTERNATIONAL 
AGREEMENT, AND URGED THAT THE U.S. FIND SOME OTHER 
MEANS TO REDUCE GASOLINE CONSUMPTION. 

3. ACCORDING TO HOERIG, CHANCELLOR SCHMIDT HAS TAKEN 
A DIRECT INTEREST IN THE TAX/REBATE PROPOSAL, AND HAS 
DISCUSSED IT WITH ECONMIN OFFICIALS. JUDGING FROM THE 
STRENGTH OF THE CHANCELLOR'S INTEREST, HOERIG SAID THAT 
HE WAS SURE THAT SCHMIDT WOULD RAISE THIS ISSUE AT THE 
LONDON SUMMIT. 
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